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dent of the New York State Society of Certified Public Ac
countants, was for five years on its Board of Directors, and
has been active on numerous committees. He is a member of
the American Institute of Accountants and of the National

Association of Cost Accountants and holds C.P.A. certificates

from several states.

He is therefore entitled to speak with authority on the
problems facing the accounting profession.

This paper was the subject of a talk given before the New
York chapter ASWA.

SOME PROBLEMS FACING THE
ACCOUNTING PROFESSION
By J. ARTHUR MARVIN, C.P.A.
I have often wondered how many of the
authors of the Constitution of the United
States of America had the privilege of liv
ing long enough to fully appreciate the value
of their concept of a constitution for a
democratic form of government. I wonder
if they realized that this Constitution would
stand for over 150 years and that very few
amendments would be made to it. Even
though we have had many social changes
over the years, so far we have been able
to make these changes within the frame
work of this Constitution. Let us hope that
it will stand as a bulwark for free enter
prise for another 150 years. These men
laid down basic principles of government
and I like to compare them with the founders
of our profession 61 years ago. They laid
down the basic principles for governing our
profession. First we had the American
Federation of Public Accountants; next we
had the American Association of Public
Accountants; and these were the prede
cessor organizations to the American Insti
tute of Accountants. Subsequently in 1936
we had the merger of the American Society
of Certified Public Accountants into the
American Institute of Accountants and thus
united the profession. It was just a little
over 50 years ago that the first Certified
Public Accountant law was passed in the
State of New York and I wonder how many

of the men who organized the accounting
profession in this country and who were
instrumental in the passage of the first
Certified Public Accountant law, lived to
appreciate the firm foundation laid in this
law for the profession. Since the passage
of the first Certified Public Accountant law
in 1896 other states have enacted such laws,
until today we have Certified Public Ac
countant laws in every state in the Union
and certain of its territories. Over this
period of 50 years there have been many
attempts to amend these Certified Public
Accountant laws which would have lowered
the standards set for the Certified Public
Accountant as first conceived by the found
ers of our profession. In general these at
tempts have been met in the respective
states by the members of the profession
through organized aggressive opposition to
these amendments. They have been gener
ally successful in preventing amendments
to these laws that would lower the standards
of the profession. The most outstanding
attempt to lower these standards happened
in New York State in 1947 with the passage
of the Oliver Bill, and because the mem
bers of the New York State Society, sup
ported by the American Institute of Ac
countants, immediately started an aggres
sive campaign to have this law repealed,
they were successful in doing so in 1948.
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This was a real accomplishment in the face
of many difficulties. We cannot hope to con
tinue to build up the standing of our pro
fession in the United States and not expect
attacks of this kind in the future. It is a
price that we have to pay for being suc
cessful in establishing high standards. We
must, therefore, continue to be alert and
be ready at all times to defend these Cer
tified Public Accountant laws as they now
stand on the statute books or to see that
no changes are made in these laws unless
they are generally acceptable to the Certi
fied Public Accountants. It is only by being
constantly on our guard that we can hope
to thwart attempts to lower these standards.
In the early days of our profession very
few businessmen or other professional men
had a clear concept of generally accepted
principles of accounting. Most of them had
the concept that cash receipts and disburse
ments and ordinary single-entry day books
represented all of the tools that were neces
sary for the purpose of establishing ac
counts of record. It was in 1909 that the
first Internal Revenue Act was enacted into
law which was in effect an income tax on
corporations. Before this law was enacted
many prominent accountants attempted to
point out to its framers that there were
certain advantages in the accrual method
of accounting. At that time, as now, the
Federal Legislature was composed mostly
of lawyers. Their general concept of finan
cial statements at that time was a state
ment of cash receipts and disbursements.
The accountants attempted to show that
this type of statement would not do for
reporting net income, but were unable to
make any progress. However, after the act
had been passed, and after consultations
with the Treasury Department, the Treas
ury recognized in its regulations the fact
that the net income of a corporation could
be shown on the accural basis and corpora
tions were permitted to report on that
basis. In 1913 a Revenue Law was passed,
after an amendment to the Constitution of
the United States, which did recognize the
accrual method of determining net income.
It was not, however, until the passage of
the 1917 and 1918 Revenue Acts during the
first World War that the importance of the
accounting profession to the successful
operation of these laws was recognized.
Certified Public Accountants were called in
by the Treasury Department for consulta
tion and if I remember correctly it was a
Certified Public Accountant who was ap
pointed a Deputy Commissioner of Internal
Revenue in charge of the Rules and Regu
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lations Section and was largely instru
mental in framing regulations around sound
accounting concepts. This is one of the
highlights in the development of the ac
counting profession and its willingness to
serve the public. It was quite natural for
businessmen to turn to the Certified Public
Accountant for advice with regard to their
income tax problems, because the law itself
was in general based on the application of
sound accounting principles. That the
Certified Public Accountant met this chal
lenge is evidenced by the fact that business
and the general public have relied upon him
to this day for service in this field, but our
right to practice in the field is now being
challenged by the legal profession. Many
attempts have been made in various state
legislatures and in Congress to pass laws
which would prohibit the Certified Public
Accountant practicing before administrative
and quasi-judicial bodies and to limit such
right to lawyers. It is obvious that our pro
fession should use every possible means at
its disposal to protect a right which it has
earned, owing to the public demand for its
services in connection with the application
of these laws. In taking such steps it is
only doing that which protects the public
interest. The alertness of the profession to
this situation is evidenced by its support
in the Bercu Case. This action as you know
was brought against a member of the New
York State Society of Certified Public Ac
countants and alleges that in giving an
opinion on a tax matter the member was in
fact practicing law. The case was won in
the Supreme Court and carried to the
Appellate Division where an adverse de
cision was received, although this court did
recognize the right of the Certified Public
Accountant to give tax advice in those
cases where he was the regularly employed
accountant and prepared the tax returns of
the company. This decision was published
in the May issue of the Journal of Account
ancy and is now on appeal before the Court
of Appeals of New York State.
Several years ago the accounting profes
sion recognized that there was an overlap
ping area between the practice of the law
in income tax matters and the practice of
accounting. Attempts were being made to
take away the right of the Certified Public
Accountant to practice his profession in
relation to the Internal Revenue laws. Con
ferences were held between committees of
the American Bar Association and the
American Institute of Accountants. These
conferences resulted in the creation of a
national council of lawyers and accountants

which was established for the purpose of
discussing these various disputed areas and
to consider the responsibility of each pro
fession to its clients in serving them in
connection with their tax problems. It is
obvious to most of us in the profession that
it should be recognized that there will al
ways be instances where the interpretation
of the law is an important part of the pre
sentation of a tax case. It has been my
experience, and also the experience of other
accountants, that we have never hesitated
in such instances to advise our clients of
the importance of our conferring with
their attorneys and cooperating with them
in protecting their interests. The account
ing profession should ever be alert to recog
nize these situations and consult with the
clients’ attorneys.
Another important step in recognition of
the Certified Public Accountant came with
the creation of the Board of Tax Appeals,
which was established as an impartial body
for the protection of the taxpayer, and the
Certified Public Accountant was recognized
and given the right to practice before the
Board of Tax Appeals when it was estab
lished in 1924. The Board of Tax Appeals
was changed a few years ago to the Tax
Court and Certified Public Accountants who
were registered at that time continued to
practice before it under its rules and regu
lations. An attempt was made in Congress
this spring, through HR 3214, to make the
Tax Court a court of record, which would
have seriously affected the right of the
Certified Public Accountant to practice be
fore it. Strenuous efforts were made by the
American Institute and the state societies
to prevent such an occurrence, and as a
result this proposal has presently been
dropped.
In 1930 the American Institute of Ac
countants appointed a committee on co
operation with the Stock Exchange. Cer
tain people believed that the then existing
depression had been brought about by, or
had been aggravated by, the fact that finan
cial statements of business concerns did not
give accurate information, were not cor
rectly presented, and that many abuses
existed in their preparation. It was ad
mitted that there were certain abuses of a
limited nature, but the accounting profes
sion disagreed with the statement that the
depression was caused by improperly pre
pared financial statements. The cause was
more basic in that many persons in posi
tions of responsibility, both in business and
in government, believed that we were in a
new economic era instead of going through

an economic error. However, after a study
of the problems of financial reporting the
committee issued its report to the New York
Stock Exchange in 1932, which recognized
certain abuses and promulgated certain
principles with respect to the presentation
of financial statements. These were adopted
by the New York Stock Exchange, which
notified all listed companies that these prin
ciples should be followed when presenting
financial statements in the future.
Certified Public Accountants received
further recognition with the passage of the
Securities Act of 1933 and the Securities
and Exchange Act of 1934. These Acts gave
the power to the Securities and Exchange
Commission to make accounting rules gov
erning the presentation of financial state
ments in connection with public financing
and with registration on the stock ex
changes. It was the opinion of the leaders
of the accounting profession that this power
to make accounting rules should not be
vested in a regulatory commission. It was
believed that the promulgation of rules re
lating to the application of generally ac
cepted accounting principles and the appli
cation of generally accepted auditing stand
ards should be left in the hands of the ac
counting profession. The American Insti
tute of Accountants appointed a committee
on cooperation with the Securities and Ex
change Commission and established friendly
relations with the accounting representa
tives of the Commission through the office
of the chief accountant. Shortly afterwards
the Institute established its Research De
partment and started to issue its bulletins
through its committees on accounting prac
tice and procedures and on auditing pro
cedure. That these committees, through the
Research Department of the Institute, have
met this challenge is evidenced by the fact
that there have been issued to date, thirtythree research bulletins on accounting pro
cedure and twenty-three statements on
auditing procedure. These bulletins, with
few exceptions, have been recognized as
authoritative promulgations on the sub
jects presented. The relations with the
Securities and Exchange Commission have
been on a very cooperative basis, and the
Commission has been content so far to let
the accounting profession establish these
accounting principles and auditing stand
ards. I believe there is a deep appreciation
within the accounting profession for the
attitude of the Securities and Exchange
Commission in this regard. Of course, there
have been differences of opinion but gener
ally speaking these have been resolved to
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the satisfaction of all concerned.
One of the problems now being given
serious consideration is the adoption by the
membership of the Institute of Bulletin
No. 23 on Auditing Procedure. As you know
this bulletin was not issued as a final pro
mulgation by the Committee on Auditing
Procedure but to give its views for the con
sideration of the membership. It dealt with
the problem of the auditor’s opinion and
suggested that in all cases where the ac
countant did not perform sufficient work to
conform to generally accepted auditing
standards, he should in his report indicate
why he was not in a position to express an
opinion. It was expected that this bulletin
would be presented to the membership at
the next annual meeting. However, there
were many members of the Council at its
recent meeting in Asheville, North Caro
lina, who felt that the small practitioner
had not had sufficient time to educate his
clients as to the need for such a change.
Therefore, this bulletin will not be sub
mitted for approval to the membership in
1948 but it is expected that appropriate
steps can be taken to do so in 1949.
It is expected that the tentative bulletin
on Auditing Standards which will partially
replace that on Extensions of Auditing
Procedure will be submitted to the member
ship of the Institute in 1948. In this case
your attention should be directed also to
the Case Studies on Auditing Procedure
which are being promulgated by the Com
mittee on Auditing Procedure. These case
studies are substantial contributions in sup
port of the auditing standards set by our
profession and all of the members should
be familiar with them.
We now come to the part that accountants
played in World War II. Some day I hope
that someone will write a history of the
part played by the accounting profession
and its members in World War II. Early
in the War the Army and Navy recognized
the need of expanding their organizations
through obtaining the services of Certified
Public Accountants and men with account
ing experience. Many of these men ac
cepted commissions and others served in
civilian capacities. It is difficult for the
average person to appreciate the part played
by accounting in connection with the distri
bution of troops in the field, the provision
and distribution of war equipment, ammu
nition and supplies, the effect on the econ
omy of occupied countries and civilian sup
ply systems, and the part played by ac
counting in devising and enforcing systems
of priorities, allocation and production con

trols. None of these could have been ac
complished without the use of accounting
methods. It was a problem of vast size and
complexity. The accounting methods re
quired to establish these accounting con
trols were devised, installed and operated
by Certified Public Accountants. Another
important part played by the accountant
was in connection with the settlement of
war contracts. The office of War Contract
Settlement relied on accountants to estab
lish methods and plans under which ter
minated contracts were settled at the end
of World War II. The result here was that
these contract settlements were handled in
a businesslike manner, thus avoiding the
possibility of a general industrial paralysis
during this period of adjustment following
the end of the War. This office was also
largely manned by public accountants.
Recently a group of three prominent pub
lic accountants was charged with the duty
of reorganizing the administrative pro
cedures of the Bureau of Internal Revenue.
This group has now made its report and it
has been well received.
For the last two years a group of ac
countants has acted as investigators for
the Appropriations Committee of the House
of Representatives. The findings and rec
commendations of this group have been of
great assistance to Congress and have been
gratefully acknowledged. I should also men
tion here the valuable piece of work per
formed by public accountants in the organi
zation of the Corporation Audits Division
of the General Accounting Office. This divi
sion was organized and staffed almost en
tirely by Certified Public Accountants as a
result of the desire of Congress to control
more closely the vast government corpora
tions which had previously not been subject
to audit by the General Accounting Office.
Its work has resulted in much better in
formation for Congress and in many ad
ministrative reforms in the government
corporations.
I would be remiss if I did not mention
here the part played by women in World
War II, not only in their work in the vari
ous branches of the armed services but also
their work in the accounting profession.
There are approximately 450 women Certi
fied Public Accountants in the United States
and approximately 125 of these are mem
bers of the American Institute of Account
ants. A number of these women Certified
Public Accountants are practicing on their
own account and there is ample evidence
that they have been successful. With the
start of World War II most of the account
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years and has been developing ways and
means to disseminate information to the
general public with regard to the services
of the qualified Certified Public Accountant.
It has been recognized by the American In
stitute of Accountants that while these ac
tivities in the past have been of a limited
nature there is need for a greatly expanded
public relations program. This expanded
program is well under way.
Predicated upon our development in the
last 50 years, we have a right to feel that
the opportunities for service of our pro
fession to business and the general public
will multiply and therefore it behooves us
to keep ourselves ever alert to grasp these
opportunities when they are presented to
us. It is only in that light that we can hope
to continue to feel the same pride in our
profession as we now have in its develop
ment over the past 50 years.

ing firms began to lose their younger men
to the armed services and had to look for
replacements. Many women who had pre
viously been in bookkeeping activities came
into the accounting profession and did a
very creditable job in replacing staff men.
I know the accounting profession is grate
ful to these women for having shown their
willingness to accept positions on the staff
and for the quality of service they rendered.
The woman Certified Public Accountant has
definitely established herself in the profes
sion. This is another step in the progress
of our profession.
One of the major problems that has faced
the accounting profession over the years has
been that of public relations. There is hardly
an activity of the Institute or any of its
committees that does not touch the public
interest. The accounting profession has
recognized this problem over a number of

PROFESSIONAL ETHICS FOR THE
INTERNAL ACCOUNTANT
By THEIA A. GEBBIE
Much has been said about professional to a pressing problem is quite often obtained
ethics for the public accountant, but the through an acquaintance made at an
private accountant, also, has an ethical organization meeting.
Service is almost an obligation of the
code. Webster says that ethics are moral
principles or the practice of a conscien truly successful person. No individual has
tious person. In internal accounting, ever acquired a reputable accounting posi
therefore, professional ethics are those tion without assistance along the way, nor
principles which combine correct procedures does he or she keep that position without
of accounting with loyalty and duty to, and aiding others in turn. In addition to civic
consideration for the business for which and welfare service, there is the helpfulness
to the accounting profession of which he
you are employed.
A worthy reputation is the earmark of or she is a part.
Good habits are health habits. Rest,
the successful professional person. Such
reputation is acquired by excellence of recreation, relaxation, wholesome food, and
performance, continued advancement in cleanliness of person and surroundings are
knowledge of a particular occupation, serv all conducive to good health. An accoun
ice, and good habits.
tant, sitting most of the day in a bent and
Excellence of performance implies strict concentrative position, has a definite re
attention to duty and a following through quirement to care for the eyes and posture.
And does heeding professional ethics
on the day-to-day routine, which results in
an accurate recording of the transactions of bring huge acquisitions of money? Not
the business. It means careful reporting necessarily. But adherence to the ethical
with the oft-time monotonous checking and way of life results in pride of achievement
re-checking. It is truthful analysis using and worthy success. In advancing methods,
the same conscientiousness expected of the procedures, conditions, or ideas, there is
physician when he is diagnosing an ailment. satisfaction that money or power alone
Continued advancement in knowledge is would not bring. On the other hand, the
secured through additional study courses, able individual ordinarily earns a larger
reading, a wide-awake alertness on the job, income than the less able. As careful
and association with accountants in other consideration of professional ethics will
fields through accounting organizations. A tend to make a more efficient internal ac
good general knowledge is always the countant, there is no reason to doubt some
result of planned study, but a quick answer gain in income will result.
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